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Summary

Over the past 30 years, welfare and other public policies for families living in poverty have developed a primary
objective of increasing parents self-sufficiency by requiring and supporting employment, culminating in the 1996 Per-
sona Responsbility and Work Opportunity Reconciliation Act (PRWORA). This legidation gave states considerable
latitude in designing their welfare policies. At the same time, however, there has been very little research on the effects
of welfare policies on children to inform decisions policymakers are making. Fortunately, there now is consistent evi-
dence from well-designed studies about whether promoting work among low-income single parents helps or hurts chil-
dren, and under what conditions it does so. This policy report summarizes the results on children from a synthesis of
nearly a dozen welfare experiments aimed at increasing the self-sufficiency of low-income parents.

The study finds that:

* Wadfare policies that increase employment, but do not affect income, have few effects on children. These find-
ings are consistent with the generally neutral effects of maternal employment for low income children found in the
developmental literature, and should be reassuring to those concerned about the negative effects to children of requiring
mothers to go to work.

* Wadfare palicies, when designed in ways that increase both parents' employment and income, appear to benefit
elementary school children, particularly children’s school achievement. The effects are smdll, but notable, analogous to
increasing children’ s test scores from the 25" to the 30" percentile.

These findings present policymakers with a choice: either to implement policies that reduce welfare caseloads,
increase employment and have limited effects on young children, with limited government costs or to implement poli-
cies that increase employment and income, and, in turn, benefit young children, with greater cost to the government.

One caution emerges, however: Emerging findings on adolescent children suggest

that programs may be less beneficia for adolescents than for children in middle child-
Also in thisissue: hood, suggesting that the way in which programs affect children may be shaped by
SpeciaJ children’s developmental stage. Adolescents were only examined systematically in
two studies, but those studies suggested increased adolescent problem behavior (drink-
Commentary ing, smoking, minor delinquency) and increased problems in school when parents
on the move from welfare into employment.

September 11th These findings point to an effective role for the Temporary Assistance for Needy
Tragedy, Families (TANF) surpluses, should they be maintained. For statesthat are interested in
page 3 using welfare policy to improve children’s school achievement, policies that supple-
ment the earnings of low-income workers might be an important complement to pro-

grams aimed directly at improving the school outcomes of children.

A Publication of the Society for Research in Child Development Article begins on page 4
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From the
Editor

It isa pleasure to present results from the recent wave of welfare
reform experiments. Pamela Morris, a developmental psycholo-
gist a Manpower Demonstration Research Corporation (MDRC),
has focused on what these eval uations have to say about child well-
being (or, might say have to say about how poor children are being
affected by the requirementsfor their mothersto work). Thisisthe
second SPR in a series on children, work, and welfare. The first,
written by Nancy Reichman and Sara M cLanahan, reviewed find-
ings from the welfare evaluations that required parental participa-
tion in work and skills training (athough case management ser-
vices were provided as well as sanctions for non compliance) in
the late 1980s. The evaluations presented in the current SPR were
conducted in the mid to late 1990s, around the time of the 1996
Personal Responsibility and Work Opportunity Reconciliation Act
(PRWORA). The projects examine the effects of specific welfare
reform policies implemented in a handful of states. They do not
tell us about what is happening in each state nor to the vast mgjor-
ity of families affected by the 1996 Act. Instead, the report pro-
vides a synthesis of data from programs that had mandatory em-
ployment services, that provided earnings supplements, or that had
stringent time limits on welfare receipt/return to work. In general,
programs that provided earnings supplements had positive impacts
on children while those without such supplements did not. Mov-
ing from welfare to work does not appreciably alter family in-
come, with families continuing to exist around the poverty thresh-
old. Morris urges policy makers to take such findings into account
asthereauthorization of the PRWORA takesplacein 2002. Lonnie
Sherrod and | concur.

Jeanne Brooks-Gunn, Ph.D., Associate Editor
Virginiaand Leonard Marx Professor,

Child Development and Education,

Teachers College, Columbia University




Special Commentary

“U.S. Attacked!”

Headline of New York Times, September 12, 2001
Children’sResponses

The“From the Editors’ box on the facing page addresses thisissue of The Social Policy Report. However, as editors
of a publication addressing socia policy for children, youth and families, we felt that we had to comment on the
incredible event of September 11 and the need for some concerted attention to the response of children and youth. As
human beings and as citizens of the U.S. we have an obligation to address the needs of victims families and to aid the
country in its response to maintain our safety. Additiondly, as developmenta psychologists we have a responsibility to
bring the information from our research to the nation’s attempts to aid children in the aftermath of this catastrophe. We
see at least four mgjor areas of response:  childhood bereavement, PTSD, intergroup attitudes and relationships, and
civic engagement.

Childhood Bereavement. Many children have lost loved onesin this tragedy. We know quite a bit about bereave-
ment in children, particularly about variability by age and how our responses to help children needs to be tailored to age.
We need to bring this information to the aid of those who are working with children, youth, and families who have
suffered | osses.

Post Traumatic Stress Syndrome (PTSD). Following previous disasters such as children’s witnessing of the
explosion of the U.S. Challenger, we know that such events can lead to symptoms in childhood associated with PTSD.
Again, we know quite a bit about the importance of age to both the expression of symptoms and their treatment. This
information could be very useful to the widespread counsaling activities that have arisen to address the needs of those
more serioudy traumatized by this event than others.

Intergroup Attitudes and Relationships. We know less about the development on intergroup relations. However,
as our childhood population has become increasingly diverse, research has come to address this diversity and its conse-
quences for healthy development. We know for example that children who grow up in an environment that promotes
tolerance will themselves be tolerate. We also know that poverty and low self esteemn and other risksto development can
breed hatred and intolerance as scapegoats for the shortcomings on one's own lives. We need to work with teachers,
school administrators, church staff, counselors and others to share the information we have, albeit more limited than we
might like, to prevent awave of intolerance as arose in this country following the bombing of Pearl Harbor.

Civic Engagement. Recent years have seen agrowth in concern over the lack of civic engagement in this country,
particularly in youth. A body of research has arisen to address this concern; Editor Sherrod is one SRCD member doing
such research and has shown that youth are not as apathetic asthey are portrayed to be. However, this horrible event has
unleashed awave of patriotism and civic commitment unlike any we have seen since the last world war. We need to find
out if this wave of civic enthusiasm has affected youth and understand how we may develop tools to keep this spirit
following as other than response to a nationa tragedy.

Thisis perhaps the most horrible event of our generation. We need to make sure that we bring to bear the informa:
tion we have to help children, youth and families cope. And we need to use this incredible event to bolster our learning
about the responses of children and youth, so that we may be better prepared to offer assistance in the future.

Lonnie Sherrod, Ph.D. Jeanne Brooks-Gunn, Ph.D.
Fordham University Columbia University




The Effects of Welfare Reform Policies on Children

Pamela A. Morris
Manpower Demonstration Research Corporation

I ntroduction

The Personal Responsibility and Work Opportunity
Reconciliation Act (PRWORA), passed in 1996, was the
culmination of severa decades of efforts to promote work
and reduce long-term welfare receipt among single-par-
ent families. As a result of these efforts, Aid to Families
with Dependent Children (AFDC), which had guaranteed
ad for low-income families with children, was eiminated.
It was replaced with Temporary Assistance for Needy
Families (TANF), which provided block grants to dtates,
introduced time limits on cash assistance, and imposed
work requirements on recipients. At the same time, ben-
efits for working-poor families were expanded to reward
work outside the welfare system through the Earned In-
come Credit (EIC, the federal tax credit that supplements
the earnings of low-income families), publicly funded
health insurance, and child care assistance. In the wake of
al of these developments, there has been very little re-
search to inform our understanding of how these changes
may have affected children. Yet, because these changes
encourage parental employment and weaken the safety
net for families in which parents do not maintain employ-
ment, they may have important consequences for chil-
dren.

In this report, a recent analysis that was completed as
pat of MDRC's Next Generation Project, examining the
effects of welfare and employment policies on children’s
development, is summarized (Morris, Huston, Duncan,
Croshy, & Bos, 2001; see text box 1). Notably, this report
does not provide an assessment of the effects of the post-
1996 changes. Rather, it examines the effect on children
of specific welfare reform policy choices that are currently
being used by states, and provides critical information
about whether promoting work among low-income single
parents helps or hurts children, and under what conditions
it does s0. In s0 doing, it informs decisions policymakers
are currently making as their welfare policy continues to
evolve.

Background Resear ch

Nonexperimental developmental research provides in-
formation to develop hypotheses about the effects of poli-

cies that move parents from welfare to employment, and,
sometimes, increase their income in the process. For low-
income families headed by single mothers, in particular,
the associations between maternal employment and
children’s cognitive and social development tend to be
positive when employment begins after the first 9 to 12
months of life (Han, Wadfogel, & Brooks-Gunn, 2001;
Harvey, 1999; Vandell & Ramanan, 1992; Waldfogel,
Han, & Brooks-Gunn, in press, Zadow & Emig, 1997).
But these differences between children of employed and
nonemployed mothers appear to be due as much to the
differences in characteristics between employed and un-
employed mothers, rather than parents’ work status
(Zedlow, McGroder, Cave, & Mariner, 1999). Moreover,
holding highly routinized jobs that pay very low wages
and afford little autonomy, which are characteristic of
many of the jobs that welfare recipients qualify for, ap-
pears to have negative effects on mothers emotional well-
being and, in turn, on children’s development (Moore &
Driscoll, 1997; Parcel & Menaghan, 1994, 1997). Findly,
some welfare programs increase employment by requir-
ing parents to go to work and research suggests that ma-
ternal employment may have more positive effects on
children when mothers want to work, than when they feel
they should work (Alvarez, 1985; Farel, 1980).

In addition to increasing employment, welfare pro-
grams are typicaly designed to reduce dependence on wel-
fare. However, research is mixed about whether reducing
the stigma of receiving welfare will benefit children or
not. Many studies found no relation between welfare re-
ceipt and children’s cognitive and socia development once
demographic and family characteristics are taken into
account; in rare cases, positive relations were found (But-
ler, 1990; Haveman & Wolfe, 1995; Levine &
Zimmerman, 2000; Raicliffe, 1996; Y oshikawa, 1999; Zill
et a., 1995). Other studies revedled that children in fami-
lies receiving welfare have lower-quality home environ-
ments, lower academic achievement, and lower completed
schooling than children in other poor families, in which
mothers are working or are combining work and welfare
(Brooks-Gunn, Klebanov, Smith, & Lee, 2001; Duncan
& Yeung, 1995; Hofferth, Smith, McLoyd, & Finkelstein,
2000; Moore, Morrison, Zaslow, & Glei, 1994; Smith,
Brooks-Gunn, Klebanov, & Lee, 2000; Smith, Brooks-
Gunn, Kohen, & McCarton, 2001). In a study comparing
mothers who did and did not exit welfare, children of
mothers who left welfare and earned enough money to
put them above the poverty threshold had higher cogni-
tive scores than those whose mothers left welfare but



Box 1

“How Welfare and Work Policies Affect Children: A Synthesis of Research” by PamelaA. Morris, Aletha C.
Huston, Greg J. Duncan, Danielle A. Crosby and Johannes M. Bos is a product of the Next Generation project, a
collaboration among researchers at the Manpower Demonstration Research Corporation (MDRC) and severd leading
research ingtitutions that is being funded by the David and Lucile Packard Foundation, William T. Grant Founda
tion, and John D. and Catherine T. MacArthur Foundation. The report is available at http://www.mdrc.org/

NextGeneration.

earned less than the poverty threshold (Smith et al., 2001;
see dso Gyamfi, Brooks-Gunn, & Jackson, 2001).

Some welfare programs are intended not only to in-
crease employment, but aso to reduce poverty among low-
income welfare recipients. These policies should have posi-
tive effects on children as poverty has been found to have
small but consgtently negative effects on children’s devel-
opment (Duncan, Brooks-Gunn, & Klebanov, 1994;
Duncan & Brooks-Gunn, 1997; Mayer, 1997; McLoyd,
1998). Unsurprisingly, persistent and deep poverty has been
shown to be more detrimental to children than transient
poverty Ouncan et al., 1994; Bolger, Patterson, Thomp-
son, & Kupersmidt, 1995). Family income may influence
children affecting the resources parents can provide to their
children and influencing parenta stress and parenting be-
havior Bradley & Caldwell, 1984; Smith, Brooks-Gunn,
& Klebanov, 1997; Sugland et al., 1995; McLoyd,
Jayartne, Ceballo, & Borquez, 1994). Family income ap-
pears to more consstently predict children’s academic and
cognitive performance, more so than behavior and health
problems (Duncan & Brooks-Gunn, 1997; Klerman, 1991,
Korenman & Miller, 1997). And, poverty in early child-
hood appears more detrimental than poverty in middle
childhood or adolescence (Duncan, Yeung, Brooks-Gunn,
& Smith, 1998).

Welfare and Employment Policies Examined

In this report, | describe the results of a report synthe-
sizing 5 studies that together examine the effects on el-
ementary school aged children of 11 different welfare and
employment programs (see text box 2). Together these
programs examine the effects of three policy approaches
currently used in many state welfare programs: earnings
supplements, mandatory employment services, and time
limits on welfare receipt.

Mandatory employment services imply requiring
single parents to participate in employment or employ-
ment-related activities as a condition of receiving wel-
fare assistance. Since the 1970s, welfare reform ap-
proaches have been designed to induce participation in
work-related activities or employment by making partici-
pation mandatory. The primary tool used to enforce par-
ticipation mandates is sanctioning, whereby a recipient’s
welfare grant is reduced if she or he does not comply with
program reguirements. These activities take two basic
forms: 1) job search activities, providing single parent
welfare recipients with job search activities in the form of
job clubs to help them find work; and 2) educationa ac-
tivities, to increase single parents basic skills before
moving them into jobs.

Today, virtudly al states are using such mandates in
their attempt to reduce welfare use and increase parents
self-sufficiency. In many cases, the mandates are more
stringent (with respect to the number of hours of work
required or the size of the sanction) than those in the stud-
ies examined here. In the programs examined here, im-
posing a sanction for noncompliance with the participa-
tion mandate entailed reducing the family’s monthly wel-
fare grant by the adult portion of the grant and leaving the
child portion unchanged. These sanctions — known as
partia family sanctions — typically reduced the welfare
grant by 15 percent to 20 percent. While over 30 states
currently have similar partia sanctions in place as the first
penalty that welfare recipients face for nonparticipation,
in only about half are such partial sanctions the maxi-
mum sanction imposed on families. The other states im-
pose full family sanctions, eiminating al of the family’s
welfare grant. Therefore, the findings presented here may
not be the same as those in programs that are more strin-
gent.

Studies in the 1980's showed that the mandatory em-



Box 2
StudiesUsed in this Synthesis

This report discusses a recent synthesis of data from five program evaluations, building on their research designs,
outcome measures, and impact analyses. The evaluations and the organizations that conducted them are listed
below.

Programswith M andatory Employment Services (without ear nings supplementsor timelimits)

The National Evaluation of Welfare-to-Work Strategiesisbeing conducted by MDRC under contract tothe U.S.
Department of Health and Human Services. The Child Outcomes Study, which examines program impacts on
young children, is being conducted by Child Trends under subcontract to MDRC (Freedman et d., 2000; Hamilton,
2000; McGroder, Zasow, Moore, & LeMenestrel, 2000).

Programswith Ear nings Supplements
The New Hope program is being evaluated by MDRC under contract to the New Hope Project, Inc., in collabora-
tion with researchers from Northwestern University, the University of Texas at Austin, the University of Michigan,

and the University of Californiaat Los Angeles (Bos et d., 1999; Huston et a., 2001).

The Minnesota Family Investment Programwas eva uated by MDRC under contract to the Minnesota Department
of Human Services (Gennetian & Miller, 2000; Knox, Miller, & Gennetian, 2000; Miller et d., 2000).

The Self-Sufficiency Project was conceived by Human Resources Devel opment Canada. The project isbeing man-
aged by the Social Research and Demonstration Corporation (SRDC) and evaluated by SRDC and MDRC

(Michaopoulos, Card, Gennetian, Harknett, & Robins, 2000; Morris & Michaopoulas, 2000).

Program with TimeLimits

Florida s Family Transition Programwas evaluated by MDRC under contract to the Florida Department of Chil-

dren and Families (Bloom et a., 2000).

ployment approach was effective in moving parents from
welfare into employment. However, the jobs that welfare
recipients found paid very little, leaving parents who
moved from welfare into employment no better off finan-
cidly than they were when they were receiving welfare
benefits (Gueron & Pauly, 1991). This motivated a sec-
ond approach (that is called earnings supplements) to in-
creasing the sdlf-sufficiency of welfare recipients, supple-
menting the earnings of those who moved from welfare
into employment. Earnings supplements provide addi-
tional income to parents who work, either by not count-
ing al of parents earnings when calculating their wel-
fare benefits (through what are known as “earnings disre-
gards’), or by providing cash (and, sometimes, in-kind)
supplements from a source outside of the welfare system.

The studies examined here include policies that are
comparable to the most generous policies currently in ef-
fect. For example, the federal Earned Income Credit (EIC)
currently provides nearly $4,000 per year to a parent with
two children who works full time at a minimum-wage
job, a level similar to those in the generous policies ex-
amined here. In addition, most states have implemented
an “enhanced earnings disregard” as part of their welfare
reform strategy. In a few states, the enhanced earnings
disregards are as generous as the supplements examined
here or more so. A welfare recipient in Connecticut, for
instance, can now continue receiving al of her welfare
and Food Stamp benefits as long as she earns less than the
federa poverty threshold. Relative to how she would have
fared under the AFDC system, this disregard provides her



with about $600 more per month in income if she works
full time at a minimum-wage job. And California now
alows welfare recipients who work to keep the first $225
of their monthly earnings without having their welfare
benefits reduced; beyond that point, each additional dol-
lar of earnings reduces their benefits by only haf a dollar
(rather than reducing benefits by about a dollar for every
dollar of earnings as under AFDC). As aresult, a working
welfare recipient in California can receive as much of an
income boost as a program group member who received
the maximum benefits in these studies. The situation is
similar in other high-grant states that have expanded their
earnings disregards. At the same time, many enhanced
disregards are not as generous as the supplements pro-
vided by the programs anayzed in this chapter. In some
states, the disregard is very low, sometimes as low as 20
percent of a recipient’s earnings (in Alabama, for ex-
ample). Also, in states with very low benefit levels (e.g.
in West Virginia, where the welfare benefit is only $253
and the earnings disregard is 40 percent) even an enhanced
earnings disregard tranglates into very little increase in
family income.

More recently, policymakers have ingtituted time limits
on the receipt of welfare, limiting the length of time fami-
lies can receive cash assistance. Until 1996, cash welfare
assistance was a federal entitlement that was available to
families as long as they met the digibility requirements.
The federa wefare law of 1996 sets a lifetime limit? of
five years on cash assistance receipt, but states may shorten
or extend the limits by using state funds. States may aso
exempt 20 percent of the caseload from time limits for
hardship reasons. Once a family reaches the time limit,
federally funded cash benefits are terminated, but the fam-
ily normally remains eligible for Food Stamps, Medicaid,
low-income child care assistance, and (where available)
state-supported cash assistance. More than 40 states have
established limits on the receipt of cash assistance that
result in the termination of the welfare grant, ranging from
21 to 60 months. A few states do not have time limits, and
some others have time limits that result in the reduction,
rather than termination, of the welfare grant.

Notably, the policies examined in this report do not
reflect the full range of policies currently being imple-
mented by states as part of their TANF programs. More-
over, the policies were dl evaluated against the backdrop
of the economic climate of the 1990s. The effects of these
policies may be attenuated or exacerbated in a very dif-
ferent economic climate.

As is clear from the descriptions above, these three

welfare strategies are intended to affect parents welfare
dependency, employment and, in some cases, income, and
only indirectly, through these changes in parents eco-
nomic outcomes, are expected to affect children. As we
discuss the effects on children of each of these policy ap-
proaches, we briefly review the findings of a recent syn-
thesis of studies evaluating the effect of these policies on
these parental economic outcomes (Bloom &
Michalopoulos, in press) in order to provide a backdrop
for understanding the effects of these policies on children.

Before turning to the findings, however, it is impor-
tant to note that each of the eleven programs examined
here used a random assignment research design, which is
generaly viewed as the most rigorous way to test the ef-
fects of a particular policy approach. That is, families were
assigned at random (through a lottery-like process) to -
ther a program group or a control group. The program
group was subject to the rules and benefits of the new
program, while the control group was subject to the prior
program (usualy the AFDC program in operation during
or prior to that period). Because the two groups did not
differ systematically at the beginning of the study, any
differences between them or their children found during
the study can be reliably attributed to differences between
the groups experiences in their respective programs, and
these differences are referred to as the impact of the pro-
gram.

Effects of Programs with Mandatory
Employment Services

By requiring welfare recipients to participate in em-
ployment-related activities, programs with mandatory em-
ployment services increased employment and reduced
parents reliance on welfare (Bloom & Michalopoulos, in
press). Programs that encourage participation in basic edu-
cational activities typically had smaller effects initially
than those that encourage participation in a job search,
but these differences seemed to dissipate after afew years.
Because parents are in essence trading their welfare ben-
efits for earnings, however, these programs left family
income unchanged. In sum, these programs increased par-
ents employment, but not their income.

What can we say about the effects of these policies on
children? Two years after parents had started the programs,
there were few effects on elementary school aged chil-
dren (children who were preschoolers at the beginning of
the study and in eementary school when we interviewed
their parents two years later), and the scattered effects



Figurel
Impacts of Six Programswith Mandatory Employment Services
on Children's School Achievement
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NOTES: The NEWWS sample includes children of single mothersin the NEWWS evaluation aged 3-5 at the beginning of the
study whose parents were randomly selected to participate in the two-year follow-up survey (sample sizes for education-first
programs: Atlanta = 1,026, Grand Rapids = 421, Riverside = 578; sample sizes for job-search-first programs: Atlanta = 902,

Statistical significance levels are indicated as: * = 10 percent; ** = 5 percent; *** = 1 percent (two-tailed test).
In NEWWS, achievement was measured using children’s standard scores on the Bracken School Readiness
Composite test, which assesses knowledge of colors, letters, numbers/counting, comparisons, and shapes.

that occurred were equally likely to be positive as nega-
tive. These findings are not consistent with the views of
critics who thought that forcing single mothers to work
would negatively affect young children. However, they
also indicate that the benefits of moving mothers from
welfare to employment that were hypothesized were not
realized either.

The findings for the six programs that included man-
datory employment services are presented in Figure 1. In
figure 1, each bar represents the effect on a measure of
children’s cognitive achievement of one program (i.e., the
difference between the program and control group lev-
els), shown in terms of effect sizes?, which alows for com-
parison of measures on a common metric. Children were
administered the Bracken Basic Concepts Test, a test of
their basic academic skills (i.e. their knowledge of num-
bers, colors and comparisons), and there were few differ-
ences between the group subject to the mandatory em-
ployment services and those in the control group subject
to the prior AFDC system.

Other aspects of children’s development were also as-

sessed, with similar results. Parents were asked about
children’s internalizing and externalizing problem behav-
ior, their positive social behavior and how healthy chil-
dren were. However, for these other aspects of children’s
well-being, parents in the mandatory employment services
rated their elementary school aged children similarly to
parents in the control groups, and the few effects that were
found were mixed—sometimes there were positive effects
of these programs on child outcomes, and sometimes there
were negative effects of these programs on child outcomes.
Overall, these results are consistent with research that has
shown neutral effects of mother’s employment under many
circumstances. At the same time, one might have expected
that requiring employment among mothers who had pre-
vioudy not been working might be more harmful to chil-
dren than voluntary employment, even when those require-
ments are combined with services to help families find
work. Perhaps the short-term stress of being mandated to
move from welfare to work is balanced by the benefits to
children when mothers attain the positive status of worker,
or perhaps parents increased their employment because



Figure2
Impacts of Four Earnings Supplement Programs
on Children's School Achievement

U parents reports B Teachers reports or children's test scores

0.30 7
0.25**
0.257

0.20 7

015{  014* 015* 0.14**

0.11**
0.10 1 0.08

0.05 7

EffectSzeof Impact onAchievemen

0.00
Enhanced earningsdisregard  Enhanced earnings Cash supplement for Cash supplement and

-0.05 7 (MFIP Incentives Only) disregard with work full-time work (SSP) other subsidies for full-
mandate (Full MFIP) timework (New Hope)

-0.10 -

NOTES: In each study, children were selected for inclusion in the sample on the basis of their age at random assignment or
their age at follow-up.

The MFIP sample includes children of parentsin the MFIP evaluation aged 5-12 at the time of the three-year follow-
up survey (aged approximately 2-9 at the time of random assignment) whose parents were long-term recipients in urban
counties and underwent random assignment between April 1, 1994, and October 31, 1994 (sample size for Full MFIP = 587,
sample size for MFIP Incentives Only = 573).

The SSP sample includes children of single parents in the SSP evaluation aged 6-11 at the time of the three-year
follow-up survey (aged approximately 3-8 at random assignment) who were living in the home at the time of random
assignment and at the time of the three-year follow-up survey (sample size = 2,158).

The New Hope sample includes children of the single parents in the New Hope evaluation who were aged 1-10 at
random assignment and whose parents participated in the two-year follow-up survey (sample size = 832).

Statistical significance levels are indicated as: * = 10 percent; ** =5 percent; *** = 1 percent (two-tailed test).

In MFIP, achievement was assessed using a single-item measure that asked parents to rate their child’s overall
performance in school on a scale ranging from 1 (“not well at al”) to 5 (“very well”).

In SSP, achievement was measured using a 26- to 34-item math skills test and expressed in terms of the proportion of
items answered correctly. Parents' assessments of achievement were measured using their ratings of their child’s functioning in
three academic subjects on a five-point scale ranging from 1 (“not very well”) to 5 (“very well”). The ratings were averaged
across the three academic subjects to compute a single score for each child.

In New Hope, teachers’ reports of achievement were measured using the 10-item Academic Subscale from the Socia
Skills Rating System, which asked teachers to rate the child’s skills relative to those of other children in areas such as math,
reading, and oral communication on a five-point scale ranging from 1 (“bottom 10 percent”) to 5 (“top 10 percent”). The
responses were averaged across the 10 items to compute a single score for each child. Parents' assessments of achievement were
measured using a single-item measure that asked parents to rate their child’ s school performance, based on past report cards or
other sources, on afive-point scale ranging from 1 (“not at al well”) to 5 (“very well”).

of the services provided rather than because of the par-  supplement and those with mandatory employment ser-

ticipation mandates. vices is that the former attempted to increase income for
families who worked, and did so successfully (Bloom &
Effects of Programs with Earnings Supplements Michaopoulos, in press). Like programs with mandatory

employment services, earnings supplements increased par-
The key difference between programs with earnings  ents employment. However, because parents could con-



tinue to receive welfare benefits, or cash supplements
outside the welfare system, as they made the transition
from welfare into employment, these programs increased
income and reduced poverty. Because families continued
to receive some form of cash transfer as they worked (ei-
ther through the welfare system or outside of it) they typi-
caly increased families reliance on these transfers and
thus, government costs. However, because more families
combine work and benefits, these programs typically re-
duced parents sole reliance on welfare.

For children, the results were even more encourag-
ing, and suggest that welfare reforms can be structured in
such away as to benefit children’s development. Programs
with earnings supplements resulted in consistently posi-
tive effects for elementary school-aged children, particu-
larly in their school achievement. As indicated in Figure
2, in four different programs that al included earnings
supplements, children who were preschool and early
school aged at the beginning of the studies, and in elemen-
tary school at follow-up two to three years later, showed
improvements in achievement, either based on parental
reports, teacher reports, or children’s test scores. The ef-
fects were small, but noticeable, generaly corresponding
to effect sizes of .15. A .15 effect size corresponds to a
movement from the 25" percentile (the level children in
the control groups in these samples typicaly were func-
tioning) to the 30" percentile on standardized tests.

In terms of other aspects of children’s development,
the results were less consistent across the 4 programs, but
the effects were either neutral or positive. In three of the
four programs, there was aso evidence of improvements
in elementary school aged children’s behavior (either re-
ducing children’s problem behavior or increasing
children’s positive behavior). One program aso improved
children’s hedlth status, as reported by their mothers. The
consistency in the findings across the four programs gives
considerable confidence in the effects of earnings supple-
ment programs on children.

The results of earnings supplement programs are con-
sistent with nonexperimental research that reports posi-
tive associations between family income and children’s
well-being, particularly as reflected in cognitive perfor-
mance and school achievement (Smith et a., 2001). The
fact that welfare to work programs with an antipoverty
component can lead to improvements in children’s cog-
nitive outcomes — improvements that are detected two
to three years after their parents first enter the programs
— has important implications for policy and program
design. That is, the findings suggest that welfare policies

10

can be designed in a way to benefit children. Furthermore,
the consistency in the findings across the sites and studies
considered here justifies greater confidence in the
generdizability of the programs effects.

Earnings supplements can increase earnings and in-
come, and benefit children, but at a cost to the govern-
ment. For example, the net cost of MFIP per family for
services, cash assistance, and Medicaid was about $2,000
per year for single-parent long-term recipients, and SSP's
net cost per family was about $450 per year — dl of it
spent on cash assistance because the program did not of-
fer gpecial services. New Hope was the most expensive
of the three programs partly because it provided a more
comprehensive package of services and partly because it
generated smaller welfare savings (some families in the
study were not welfare recipients to begin with). The net
cost of New Hope per family was about $4,000 per year.
Policymakers will need to decide if the benefits to chil-
dren are worth these additiona costs.

Notably, however, these programs do not remove
children’s initial level of disadvantage. On many mea
sures, these low income children, despite improvements
in their well-being, are functioning quite poorly. As indi-
cated earlier, the improvements in children’s school
achievement correspond to an increase on a standardized
test to the 30" percentile—clearly signifying difficulties
even after improvement.

These findings imply that welfare policy can be imple-
mented in a way that not only does not harm children, but
actualy benefits them. These benefits to children are con-
sistent across four different programs that provided the
earnings supplements in different ways—»but these four
programs shared the provision of supports to families as
they made the transition from welfare to employment and
an increase in parents employment and income. Consid-
ering that welfare policy was originally designed with
children in mind, it is interesting that this is the first evi-
dence of a welfare reform strategy that can actualy ben-
efit children.

Adding a mandateto an ear nings supplement program.
One of the studies permits a direct experimental compari-
son of earnings supplement programs with and without
mandatory employment services, because it utilizes a three
group research design where parents are randomly as-
signed to a program group in which they were subject to a
participation mandate combined with an earnings supple-
ment, or to a program group in which they were subject to
al the same benefits of the earnings supplement, without
the mandate, or to a control group. One might suspect



Figure3
Impactson Child Outcomes When Adding M andatory Employment Services
to an Earnings Supplement Program

U Enhanced earni ngs disregard (MFIP Incentives Only)
B Fphanced earninas disregard with work mandate (Full MFIP)

0.20 7
0.15 1
0.10 7
0.05 1
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0.00
-0.05 7
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-0.157

Effect Size of Impact

020 oo
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School Achievement

NOTES: The MFIP sampleincludes children of parentsin the MFIP evaluation aged 5-12 at the time of the three-year follow-
up survey (aged approximately 2-9 at the time of random assignment) whose parents were long-term recipients in urban
counties and underwent random assignment between April 1, 1994, and October 31, 1994 (sample size for Full MFIP = 587,

sample size for MFIP Incentives Only = 573).

The statistical significance levels of the impacts are indicated as. * = 10 percent; ** = 5 percent; *** = 1 percent (two-
tailed test). The gtatistical significance levels of the differences between impacts are not noted in the figure. The only difference
between impacts that was statistically significant was that in positive behavior for MFIP Incentives Only and Full MFIP.

Achievement was assessed using a single-item measure that asked parents to rate their child’'s overall performancein
school on ascaleranging from 1 (“not well at al”) to 5 (“very well”).

Behavior problems were measured using parents’ responses to a 12-item externalizing subscale of the Behavioral
Problems Index that assesses aggressive behaviors such as bullying and cheating. Responses range from O (“not true”) to 2
(“very true”). The responses to the 12 questions were summed to compute a single score for each child.

Positive behavior was measured with the 25-item Positive Behavior Scale, which included three subscales:
compliance, social competence, and autonomy. Parents responded to each item on an 11-point scale ranging from O (“not at all
like my child”) to 10 (“completely like my child”). The responses to the 25 questions were summed to compute a single score

for each child.

Health was assessed using a single-item measure that asked parents to rate their child’ s health on afive-point scale

ranging from 1 (“poor”) to 5 (“very good”).

-0.17**

Behavior Problems

-0.09

Positive Behavior Health

that mandatory employment services increase parental
stress, and thereby reduce the positive effects of earnings
supplements on children’s well-being.

With regard to parents economic outcomes, the pro-
gram that included the mandate as well as the earnings
supplement increased full time employment (over 30 hours
per week), while the program that included only the earn-
ings supplement increased only part time employment.
The impacts of these two programs on children are pre-
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sented in Figure 3. Adding the participation mandate had
no effect on parents ratings of children’s achievement in
school, behavior problems, or heath. The only outcome
that was affected by the addition of the mandate was par-
ents ratings of children’s positive behavior: While there
is a positive effect on this measure in the program that
only included the earnings supplement, there is no effect
in the program that added the mandate. Notably, the pro-
gram including the mandate did not produce any negative



Box 3
Unpacking the Effects of Earnings Supplement Programs Through Employment and I ncome: Findingsfrom
Morris& Gennetian, 2001

Data from two of the earnings supplement programs evaluated as part of the Minnesota Family Investment
Program (MFIP) were used as part of analysis to examine the extent to which the improvements in child outcomes
were due to the increases in income or the increases in employment due to the program (Morris & Gennetian,
2001). The findings presented in that paper indicate that the increases in income due to MFIP, rather than the
increases in employment, are responsible for the benefits to children’s well-being observed.

In MFIP, single-parent families receiving welfare were assigned to one of three research groups: (1) MFIP,
(2) Incentives Only, or (3) AFDC. Whereas under AFDC welfare payments were reduced dollar for dollar with
earnings, families assigned to both the MFIP and Incentives Only groups were able to keep more of their welfare
income as their earnings increased. In addition, families in the MFIP group were required to participate in employ-
ment and training services if they were on welfare for 24 of 36 months (or else they faced sanctions), while those
in the Incentives Only group did not face any of these employment and training mandates. Families assigned to the
AFDC group received the benefits of Minnesota's AFDC program. The anaysis in this paper capitdized on the
three-group research design to evauate the mediating effects of income and employment on child outcomes using
an ingtrumental variables estimation strategy (in effect, using the two program dummies as instruments for post-
random assignment income and employment). Such a technique has the advantage of alowing for causal infer-
ence.

Eva uation results conducted at 18 and 36 months after random assignment show that M FIP increased both
employment and total family income (Miller et d., 1997; Miller et d., 2000). Over the three-year follow-up period,
MFIP increased employment 13 percentage points and reduced poverty by 10 percentage points among single
parent, urban, long-term welfare recipients (recipients who had been recelving welfare for at least 2 years when
they entered the study).

Morris and Gennetian (2001) find significant positive effects of this increase in income due to MFIP on
children’s engagement in school and positive socia behavior. The effects on children’s school achievement and
behavior problems are in the expected direction (favorable effects of income) but are not statisticaly significant. In
none of the models did employment have a significant effect (and in all cases, the direction of the effect was
negative—unfavorable effects of employment).

Whilethisis only asingle study of the mediating effects of income and employment in the context of these
earnings supplement programs, the findings imply that the increases in income are indeed responsible for the
benefits to children’s well-being that we observed in these programs.

effects on children, but rather only reduced the positive
effect to nonsignificance. One might have expected that
adding a participation mandate may have reduced some
of the positive effects of earnings supplements, and per-
haps even have generated harm to children, but that was
generaly not the case.

Effects for long term welfare recipients. In addition,
analyses were conducted to examine the effects on a par-
ticularly vulnerable group of welfare recipients, those who
had been on welfare for at least two years when they be-
gan the study. The thinking was that these parents would
have the mogt difficult time in making the trangition from
welfare to employment. The findings suggested that pro-
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grams with earnings supplements were particularly pro-
nounced for this group of families. For these families, ef-
fects on income and employment were strong, as were
the pogitive effects on children.

Effects on potential mediators: income and employ-
ment, child care, parenting and parents’ emotional well-
being. There are a number of possible explanations for
the effects of the earnings supplement programs discussed
above. First, we know that the earnings supplement pro-
grams increased both materna employment and income.
The positive effects on children could have been caused
by increases in family income alone or by increases in
employment and income together. Work is currently be-



ing conducted as part of the Next Generation Project to
consder this question (see text box 3 for a discussion of
some of this work). This work suggests that in one of the
studies, it is the increase in income, rather than employ-
ment, that is causing the improvements in children’s well-
being that are observed. This is not to say that current
policy should be focused on increasing income rather than
employment, since the increase in income from these pro-
grams is tied to work and thus it is unclear whether in-
creasing income through other means (e.g., marriage,
welfare grant levels) would have the same positive ef-
fects on children. However, these analyses do provide us
with some understanding of the way in which the effects
of these programs occurred.

Secondly, through what mechanisms might the in-
creases in parental employment and income caused by
the programs benefit children? One possibility is that in-
creased employment and financia stability improved par-
ents emotional well-being or reduce their feelings of
stress, and, in turn, parents interactions with their chil-
dren (McLoyd, 1990; McLoyd, et a., 1994). Moreover,
by increasing the use of child care (because of higher
employment) and changing the type of child care that
parents use (because of wider child care options made
possible by higher income), earnings supplement programs
introduce children to environments and educational op-
portunities to which they otherwise might not have been
exposed, in effect changing the resources available to chil-
dren (Becker, 1981; Coleman, 1988).

In three of the four earnings supplement programs,
mothers in the program groups were more likely to enroll
their children in formal child-care programs or after-school
programs and extracurricular activities than were moth-
ers in the control group. Thus, evidence from three of the
programs suggests that structured programs outside of the
home may be one of the pathways by which the benefi-
cia effects to children occurred. At the same time, sur-
prisingly, measures of parenting behavior were not much
affected by these programs. Across al four programs, there
were few differences in parenting behavior (including
parental warmth, control and cognitive stimulation) be-
tween mothers in the program groups and those in the
control groups. Also, there were few effects on mothers
mental hedlth, as there were only scattered and inconsis-
tent impacts on depression and stress across these pro-
grams. Of coursg, it is critical to note that these findings
are based on parental report measures, and observationa
measures may yield different results.

This pattern of some effects on structured child care,
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with few effects on parenting or mental health suggests
that parents roles in putting their children in formd child
care and activities may be one of the primary ways pro-
grams with earnings supplements affected child well-be-
ing. However, the three group design described earlier
for one of the studies puts this conclusion into question:
because of the three group design, we can ascertain the
policy dimension that drove the effects on child well-be-
ing and child care—and the findings from this study indi-
cate that the benefits to children are a result of the earn-
ings supplements, but the increases in forma child care
are a result of mandatory employment services (probably
because these services increased employment more so than
the supplements aone). If the improvements in child well-
being were aresult of the increases in child care, we would
have expected both to be caused by the same policy ap-
proach. Of course, other benefits to families that were
observed may be a cause of the benefits to children in this
program, while the increases in after-school activities and
forma care arrangements may explain the benefits in some
of the other earnings supplement programs. Further re-
search currently being conducted in the Next Generation
Project may help us to understand the pathways to im-
provements to child well-being in these programs.

All these findings illustrate how difficult it is to at-
tribute conclusively the programs effects on children to
one mechanism. None of the outcomes considered to be
possible mediators of effects on children was affected
across all programs, at least according to the measures
examined. All four programs have in common one pro-
gram feature (a generous earnings supplement) and one
result (an increase in employment and income), but the
way in which these factors may have affected children
remains unclear.

Effects of the Single Time Limited Welfare Program

There is very limited information available at this time
on the effects of time limited welfare programs. Two pro-
grams that have been evauated in Florida and Connecti-
cut suggest that such time limited welfare policies, which
in both cases combined time limits with requirements and
benefits, increased employment and reduced welfare, but
not more so than the other policies previoudy discussed
(Bloom & Michaopoulos, in press). Moreover, even when
such time limited programs are combined with strategies
to supplement the earnings of parents who work, any in-
come gains seem to disappear after families begin reach-
ing the time limit. Therefore, these programs seem to in-



Figure4
Impacts on Adolescent Outcomes for Two Programs
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NOTES: The SSP sample includes children of single parents in the SSP evaluation aged 12-18 at the time of the three-year follow-up survey
(aged approximately 9-15 at random assignment) who were living in the home at the time of random assignment and at the time of the three-
year follow-up survey (samplesize=1,417).

The FTP sample includes children of single parents in the FTP evaluation aged 13-17 at the time of the four-year follow-up survey
(aged approximately 9-13 at random assignment) whose parents underwent random assignment between August 1994 and February 1995 and
participated in the four-year follow-up survey (sample size = 741).

Statistical significance levels areindicated as: * = 10 percent; ** = 5 percent; *** = 1 percent (two-tailed test).

In SSP, achievement was measured using parents’ and children’s responses to questions about the child’ s functioning in three
academic subjects. The responses, which were expressed on a five-point scale ranging from 1 (“not very well”) to 5 (“very well”), were
averaged across the three subjects to compute a single score for each child.

In SSP, school behavior problems were assessed using parents’ responses to a single-item measure that asked how often in the past
school year they were contacted by the school about their child’s behavior problemsin school. Responses range from 1 (“never contacted or
contacted once”) to 3 (“ contacted four times or more”).

In SSP, smoking was assessed using children’s responses to a single-item measure that asked whether or not they currently smoked.

In SSP, drinking was assessed using children’s responses to a single-item measure about their frequency of alcohol use in the prior
six months. Responses range from “never” to “every day. " If the child reported using alcohol at least weekly, the response was coded as 1;
otherwise it was coded as 0.

In SSP, health was measured using parents' responses to four items about their child's health on a scale ranging from 1 (“false”) to 5
(“true’). The responses were averaged across the four items to compute a single score for each child.

In FTP, achievement was assessed using a single-item measure that asked parents to rate their child’s overall performance in school.
Responses range from 1 (“not well at al”) to 5 (“very well”).

In FTP, school suspension was assessed using a single-item measure that asked parents if their child had ever been suspended from
school since random assignment.

In FTP, police involvement was assessed using a single-item measure that asked parents if their child had been arrested since random
assignment for any offense other than a minor traffic violation.

In FTP, fertility was assessed using a single-item measure that asked parentsiif their child had fathered a baby or had a baby since
random assignment.

crease employment and reduce welfare dependence, but
increase income only modestly, or only for a limited pe-

riod of time.

Only one of these two studies has reported on the ef-
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fects of time limited welfare on children to date—Florida's
Family Transition Program (FTP; Bloom et al., 2000).
That program combined time limits with small supple-
ments and mandates. That study found few effects on el-



ementary school aged children—allaying fears about the
effects of time limited welfare on children. Moreover, no
negative effects occurred for children in a subgroup of
families who were most likely to hit the time limit, and
may have even experienced income loss from it (Bloom
et al., 2000). While this speaks well for the effects on
children of welfare reform programs that include time lim-
its, further research is clearly needed on time limited wel-
fare programs before any conclusions about the effects of
this policy approach can be made. Florida approached its
time limit cautioudly, providing an array of services and
supports to families. It is not clear whether dl time lim-
ited welfare programs would have similar neutra effects
on children. Moreover, because children were assessed
shortly after families began reaching the time limit, it is
not clear what the long-term effects of time limits may
be.

Effectson Adolescents

For adolescents, the findings were less encouraging
than they were for elementary school aged children. Ado-
lescents were only examined in two studies—in one pro-
gram with earnings supplements and one program with
time limits (see Figure 4). In both programs, however,
there was some evidence of negative effects. Adolescents
were more likely to have school behavior problems and
be drinking and smoking in one program (although re-
sponse rates in this study were relatively low), and were
doing worse in school and more likely to be suspended in
the other (although there were no differences in adoles-
cents fertility or police involvement). Adolescents may
be responding to the decrease in supervison and the in-
crease in their household roles and responsibilities as par-
ents make the transition into employment. Because ado-
lescents were only examined in two programs, however,
further research on this age group of children is needed
before stronger conclusions can be made about the ef-
fects of welfare programs on adolescents.

Implications for Policy

The findings discussed point to a couple of key les-
sons for welfare policy:

First, they suggest that welfare policies that increase
employment, but do not affect income, will have few ef-
fects on children. These findings are consistent with the
generally neutra effects of materna employment for low
income children found in the developmenta literature, and
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should be reassuring to those concerned about the nega
tive effects to children of requiring mothers to go to work.
Of course, the policies that were examined here do not
represent the full range of TANF programs currently in
effect. Asindicated earlier, in the programs examined here,
sanctions for noncompliance entailed reducing the
family’s monthly welfare grant by the adult portion of the
grant and leaving the child portion unchanged, rather than
eliminating all of the family’s welfare grant. The latter
policy, which is implemented in most states, would likely
result in a more pronounced income loss for families, and
may have different effects on children.

Second, these findings affirm that welfare reform can
actually benefit children, and thus achieve a goa that wel-
fare policy was originally designed to do—to protect the
well-being of low income children. Welfare reforms that
support work, and thus succeed in increasing income as
well as employment, had positive effects on elementary
school children. The effects were particularly pronounced
for children at greatest risk (those of long-term welfare
recipients) and it benefited them in an area of great con-
cern to many—in children’s school achievement.

Are state welfare reform policies currently in effect
likely having the positive effects observed here? Many
states have instituted enhanced earnings disregards as part
of their TANF programs, in effect, allowing welfare re-
cipients to keep more of their welfare payments as they
go to work. However, these earnings disregards are typi-
caly smaller than those examined here, as indicated ear-
lier. Moreover, even in states with generous packages,
these supplements are typically not emphasized, so that
many welfare recipients who get jobs fail to take advan-
tage of the supplements available to them. In addition, in
most states, time limits are combined with these earnings
disregards. One might expect that an earnings disregard
would have very different effects when combined with
time limits. Because their goals differ, time limits and
earnings supplements may work at cross-purposes. Time
limits encourage people to leave welfare quickly and save
their remaining months of welfare eligibility for a period
of criss. Earnings disregards, in contrast, encourage fami-
lies to continue to receive welfare benefits while they are
working. Because the supplement comes from the wel-
fare system, families are therefore likely to use up more
months of their welfare digibility if they are digible to
receive a supplement than if a supplement were not avail-
able to them. Owing to the tension between time limits
and earnings supplements, the effects on family income
of a program that combines these two program features,



athough hard to predict, are likely to be smaler than those
of programs that provide earnings supplements without
imposing time limits.

Third, the findings point to the importance of
children’s developmental stage in evaluating the effects
of welfare policies. The emerging negative findings on
adolescents do give pause. Interestingly, adolescents have
been largely ignored in discussions about the effects of
welfare policies.

These findings present policymakers with a choice:
policymakers can institute policies that reduce welfare
caseloads and increase employment, and save government
budgets, but have limited effects on children, or they can
increase employment and income, and, in turn, benefit
children. Supports for working families do cost more to
the government, but—for states that are interested in us-
ing welfare policy to improve children’s school achieve-
ment—might be an important complement to programs
amed directly a improving the school outcomes of chil-
dren.

The reauthorization of PRWORA in 2002 raises dif-
ficult issues. A key question will be whether to maintain
the same amount of money in the block grants that states
received in 1996, given the sharp decline in welfare
caseloads. For states with an interest in supporting work-
ing families, the research here suggests one benefit of
maintaining the same level of support in the block grants.
That money can be used to supplement the earnings of
low income workers, which is likely to increase employ-
ment among welfare recipients, as well as achieve an edu-
cational goal—giving children a better start in school.

Notes

1 Lifetime limits restrict the number of months in the
recipient’s lifetime that she or he can receive welfare ben-
efits. Fixed-period time limits, in contrast, restrict the num-
ber of months of benefits over a shorter, specified period
— for example, to 24 months in any 60-month period.
The time-limited program examined here includes a fixed-
period limit rather than a lifetime limit.

2The effect size is calculated as the impact (the dif-
ference between the average level in the program and con-
trol groups) divided by the control group standard devia-
tion.
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